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THE PRESIDINT HAS SEIN.
THE WHITE HOUSE
WASHINGTON

July 6, 1977

MEETING WITH ALBERT SHANKER, PRESIDENT,
AMERICAN FEDERATION OF TEACHERS, AFL-CIO
Thursday, July 7, 1977
11:00 a.m.
The Roosevelt Room

From: Stu Eizenstat S}1N~,
Beth Abramowitz

I. PIPPNGE

Issues of importance to AFT are as follows:

A. Plight of Big City Schools: Large urban school systems
along with city governments are facing severe financing problems.
School systems are being required to make large budget cuts which
will result in a lay off of 3% (about 61,000) teachers in Spring
1977. Philadelphia and Chicago are facing large staff cuts due
to lack of funds. In addition, school systems are closing early
as money ¢ g device. AFT favors inci 1ised general revenue
sharing to cities and general-aid-to-education to urban systems.
These problems affect northeast and north-central states most
severely, and south-central and southwestern states less severely.

Recommended Response: We have tried to target available funds

on areas of greatest need and will continue to stress this
principle in developing next year's budget and legislative
proposals. You might ask AFT to work with us on workable reform

of Impact Aid.

B. HEW-Labor Appropriations for FY 1978: AFT favors
Congressional bill and hopes Administration will sign it.

Recommended Response: Stress hope that non-education issues can
be resolved so that the bill can be signed. There are $1 billion
in non-education differences between the House and Senate.

C. Cabinet-Level Department of Education: AFT continues
to oppose creation of a separate Department of Education. AFT
feels that primary attention should be on increased spending
and improved operations of educational programs. Creating a
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July 7, 1977

MEMORANDUM FOR THE PRESIDENT
5
From: Charlie Schultze LY

Subject: Wholesale Prices and Labor Market Developments
in June

On Friday, July 8, at 9:00 A.M., the Bureau of Labor
Statistics will release figures for the month of June on
wholesale prices and on employment and unemployment. The
price news is very good; the news on employment and unemployment
is not so good.

Wholesale Prices

Wholesale prices declined N ¢ nercent in June. This is
the first outright decline in t... c..rall index since August
1976. Prices of farm products, which fell 3 percent i
dropped 6.3 percent further in June. Prices of processed foods
and feeds also declined in June, by 1.7 percent.

Prices of industrial commodities rose only 0.3 percent
in June -- the smallest rise since December 1976. Excluding
energy items, the rise was only 0.2 percent. The improved
performance of industrial commodity prices was not confined to
any one category of goods, but was quite widespread. That is a
good sign; it suggests that wholesale prices of industrial goods
earlier this year were running up faster than could be sustained,
given the present state of markets.

As you know, we have been expecting a slowdown in the
rate of inflation during the second half. This latest news
on wholesale prices bolsters our confidence in that expectation.
Declining prices of agricultural products at wholesale should
be affecting consumer food prices over the next few months.
And with the pace of economic activity slowing a little, the
rise in wholesale prices of industrial commodities may be
moderate for awhile. Over the next couple of months, however,



-2

previously announced increases in steel and aluminum will
begi to show up in the wholesale price index, and could
produce some pickup in industrial commodity prices from
the surprisingly good June performance.

Just as the bad news on prices earlier in the year
was not a sign that the underlying rate of inflation was
accelerating, so the good news in June is not a sign that
the long-run inflation problem is disappearing.

Employment and Unemployment

The report on employment and unemployment in June is not
so favorable. The unemployment rate rose from 6.9 percent in May
to 7.1 percent in June, which will catch the headlines. But
conditions in labor markets did not deteriorate to the degree
that this figure suggests:

. The rise in the unemployment rate was due to a
very large increase in the labor force -- almost
half a million. This series is very erratic on a
month~to-month basis, and it causes the overall
unemployment rate to bounce around.

. Total employment in June rose by 270,000 -- less
than in the past several months, but still a
respectable gain.

. The rise in unemployment occurred principally among
adult women. Tnéemployment rates declined for
afult males and also for household heads.

The detailed statistics on employment in June do confirm
other indications that the pace of economic expansion is
slowing. Employment in manufacturing declined a little in
June, and the drop was concentrated in the nondurable goods
industries. Inventories of nondurable goods producers rose
rapidly in April and May, and apparently production cutbacks
are now occuring to bring stocks back into better balance
with sales.

Note: I am attaching a set of notes that I have sent to
Jody Powell for use in tomorrow's press briefing.

Attachment
































































































=5 PEESIDANT HAS SEEN.

THE WHITE HOUSE

WASHINGTON

July 1, 1977 ”‘7 / 4.
o

MEMORANDUM FOR THE PRESIDENT é;kA

FROM: ROBERT LIPSHUTZ L
MARGARET McKENNA

SUBJECT : Your Campaign Commitment to Establish
an Independent Attorney General

The Attorney General has concluded that legislation restricting the

power of the President to remove the Attorney General would most likely
be found unconstitutional, because the Constitution gives the President
not only the power but the affirmative obligation to see that the laws
are faithfully executed. Removing the Attorney General from the Presi-
dent's control would make him unaccountable to the person constitutionally
responsible for his actions.

Nevertheless, the Attorney General has proposed that you take the
following actions to remove the Department of Justice from political
influence:

1. Support the provisions of S.555 (the Ethics/Special Prosecutor
bill) which was enacted by the Senate on June 27th and is now awaiting
action in the House. This bill establishes an Office of Government
Crimes in the Department of Justice to investigate and prosecute vio-
lations of federal law by elected or appointed federal officers or
employees. The Office of Government Crimes would be headed by a director,
who is appointed by the President and confirmed by the Senate. The
director of the office would report to the head of the division (probably
the Criminal Division) in which the Office of Government Crimes is
placed. S.555 gives the new office sufficient flexibility to assume
responsibility, at the direction of the Attorney General, for enforce-
ment of such federal laws. as those regulating lobbying, conflicts of
interest and campaigns.

The Justice Department already has an Office of Public Integrity. S.555
establishes that office by statute, emphasizes the importance of the
office and ensures its continued existence. Accordingly, the bill is
largely cosmetic. However, its thrust is positive. The Attorney General
wanted to have the authority to appoint the director of the office,
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THE SECRETARY OF THE TREASURY &
WASHINGTON 20220 /

June 29, 1977

TN 20 M 9 C
MEMORANDUM FOR THE PRESIDENT

Subject: IMF Relations With Commercial Banks

You requested a memorandum on IMF relations with commercial

banks, including the question whether IMF lending is used to
repay commercial bank loans to LDCs, as charged in a recent
Washington Post article. I would make the following points.

First, the IMF is playing an extremely important role in
the present world payments situation -- both in the provision
of needed financing and in the promotion of stabilization and
adjustment policies by borrowing countries to move them toward
more sustainable external positions.

Second, despite this important IMF role, the great bulk of
international financing is provided by the commercial banks
and other private entities. Because of the magnitudes involved,
this will of necessity continue to be the case, and there is
no practical possibility that the IMF or other official entities
will take over the role of the private financial institutions
or relieve them of responsibility for their actions.

Third, IMF financing does not bail out private bank credit.
Typically, IMF credit to a country represents only a fraction of
the country's total external financing needs, and financing from
other sources, including private lenders, must continue to
supply an important part of the total. The key point for the
commercial banks is not that they will be repaid out of IMF
loans -- which they will not -- but that the IMF's objective
in a borrowing country is to promote corrective economic policies
that will both a) reduce net external borrowing needs over time
and b) strengthen the country's creditworthiness in the private
markets.

Fourth, the IMF's direct relationships are with its member
countries. It does not engage in transactions with commercial
banks, and it does not give them '"inside" advice about members'
situations or policies. However, an IMF program is widely re-
garded by the banks as a "seal of approval' of a country's policies.
This places a heavy responsibility on the IMF -- and on the U.S.
and other members -- to insure that IMF-agreed economic programs
do in fact represent effective efforts by borrowing countries
to correct their situations.
















































